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Current Trends 


The Chicago Laborers District Council... which represents 20,000 construction 
laborers. .. reached an unusual contract settlement for the 3-year period beginning June 1. 
No increases in either wages or welfare benefits are provided for in the agreement. “The 
union decided to keep wage levels stable in order to boost the sagging construction 
industry,” a union spokesman said. 


The National Association of Realtors reported that its monthly survey showed sales 
of single-family homes in November declined 11 percent from November 1973. The drop was 
most noticeable in the West and East. At the same time. . . median prices for existing homes 
increased 8.1 percent in the 12-month period... to a price of $32,000... the lowest monthly 
increase in 1974. 


The median sales price of mew homes sold in October rose to $37,200. There has 
been only a modest rise in the median sales price since March, but most or all of this rise 
may well have been offset by the use of such financing promotions as the builder paying a 
part of monthly payments for at least one year ahead... this reduces the effective price of 
the house, although it does not show up as such in the statistics. 


The FHLBB reported that savings flow at savings and loan associations improved 
further in November, with net new savings receipts of FSL/C-insured associations totaling 
$1.1 billion. . . although slightly less than net receipts a year earlier, this was more than three 
times the October inflow and the best savings experience for these institutions since March. 
Last month’s improvement (as had been the case in October, when savings flow first turned 
positive after 4 consecutive months of net withdrawals), reflected easier money market 
conditions and lower short-term market interest rates. 


FNMA has entered the field of mobile home financing for the first time. It will 
commit to purchase pass-through securities backed by pools of mobile home loans and 
guaranteed by GNMA. 


* 
New Communities Program Suspended 


Secretary Lynn has directed the New Communities Administration to devote all 
resources toward assisting the existing 14 new community projects. Accordingly... HUD will 
not accept any additional applications for guaranty assistance to new projects and will 
suspend further processing of applications on hand. No full applications for new community 
developments have been received during the last year. 


Many of the existing new community projects are experiencing severe financial 
difficulties and are substantially behind schedule. These existing projects constitute an 
aggregate financial commitment by the Federal Government of $336.5 million. In addition 

. significant questions have been raised by HUD and the Comptreller General concerning 
the HUD procedures and standards applicable to New Communities. 


Secretary Lynn also directed completion in February of a 10-month HUD evaluation 
of the New Communities Program. 





Interest Rate Picture Improves 


While the report of the FHLBB shows that the effective rate on conventional new 
home mortgages rose to 9.31 percent in December...up from November’s 9.27 percent 
... Thomas Bomar, Chairman of the Board, pointed out that the rate of increase was 
narrower than had been the case in recent months. Mr. Bomar feels there are signs that the 
long climb in rates may be abating. He also reported that borrowing terms are becoming 
more liberal. These factors are among a number of other significant developments that 
suggest a probable improvement in the flow of capital funds into mortgages and a general 
lowering of interest rates in the near future. These are some of the signs: 


e Local Housing Authorities sold $414.8 million of notes at an average interest rate 
of 4.34 percent. .. down from the December sale rate of 4.73 percent. 


e@ FNMA... in two reductions in as many days. .. lowered the rate it pays on 30- to 
69-day notes... from 7 percent to 6.7 percent...and from 7.05 percent to 6.75 percent on 
60- to 89-day notes. 


e FHLBB reduced its rates on loans to member institutions from 7.3 to 7.0 percent 
on 30- to 59-day loans and from 7.2 percent to 6.9 on 60- to 89-day loans. 


@ Treasury notes...the bellwether in the short-term money market... fell to an 
1l-month low. A $2 billion, 52-week issue sold at an average yield of 6.378 percent...a 
drop from the 6.625 percent at the last sale... and the lowest since last February. 


e@ Public agencies all over the country... many of which had held back offering bond 
issues because of the unfavorable interest rates of recent months...now seem ready to 
market bond issues. According to the Wall Street Journal. .. “Public agencies are scrambling 
to borrow funds in the tax-exempt market now that a sharp drop in short-term interest rates 
has occurred.” 


e The Advance Mortgage Company, subsidiary of Citicorp, reported that interest 
rates On typical apartment and shopping center mortgages dropped in December. .. from an 
average 10%-10% percent in November to 10 percent last month. 


* 


Urban Observatory Program Expanded 


HUD’s Urban Observatory Program... an effort linking university research resources 
to urban needs. .. has been expanded to include 10 smaller cities. The Program has already 
been tested in 10 large cities... producing improvement in local decision-making on a whole 
range of physical, social, and economic urban problems. 


The cities which will participate in the small-city phase of the experiments are: 
Allentown, Pennsylvania; Anchorage, Alaska; Boise, Idaho; Bridgeport; Charlottesville, 
Virginia; Durham, North Carolina; Garland, Texas; Hoboken; Lake Charles, Louisiana; and 
South Bend, Indiana. The selection was made from proposals submitted by more than 40 
cities. 


Among the major universities participating with various cities are: Duke, University of 
Virginia, Texas A&M, Notre Dame, Indiana University, University of Connecticut, Stevens 
Institute of Technology, and Lehigh University. 


The experiment is funded by HUD’s Office of Policy Development and Re- 
search... and administered for HUD by the National League of Cities. The purpose of 
involving the smaller cities is to test the Urban Observatory concept in a group of cities with 
different resource limitations and problems than those in larger cities where the concept has 
already been tested. 


Further information may be obtained from Allen E. Pritchard, Jr., Executive Vice 
President, National League of Cities, 1620 Eye St., N.W., Washington, D.C. 20006. 





California S&L’s Adopt Variable-Rate Mortgages 


The Wall Street Journal reports that four California State-chartered S&L’s. . . includ- 
ing the two largest associations in the U.S.... have decided to adopt variable-rate mortgage 
loans. The variable-rate concept... which has been a matter of controversy among lenders 
and borrowers for some time... cannot currently be used by federally-chartered associations. 
However. ..a number of industry analysts feel that if the trend becomes more pronounced 
among State-chartered S&L’s. .. the Federal rules may have to be changed. 


The V-R provisions the four have adopted. ..do not effect any existing loans. . . but 
apply only to new mortgages...and will tie borrowers on single-home mortgages to an 
interest rate than can fluctuate at the option of the lender. The rate will be calculated every 
6 months by the Federal Home Loan Bank of San Francisco on the basis of the cost of 
borrowing money by member associations. The rate cannot fluctuate more than a quarter 
point during any 6-month period. 


A number of State-chartered S&L’s... which could join the V-R movement if they 
wished. .. have chosen not to. .. waiting for the ultimate resolution of the issue by State and 
Federal control officials. ..indicating that the concept is still not fully accepted by all 
lenders or borrowers. 


* 
Advisory Council Legislation Signed 


President Ford has signed into law legislation which changes the makeup and charter 
renewal procedure of the Federal Savings and Loan Advisory Council. Under the new 
law. ..the membership of the FSLAC is increased by six, from 18 to 24. Half the Council's 
members will now be public interest representatives appointed by the Council's members will 
now be public interest representatives appointed by the Bank Board and half will be elected 
by the FHL Banks. In the past...the FHLBB has appointed only six public interest 
members. 


Another provision of the Law changes the charter renewal process for the FSLAC so 
that only the Bank Board can terminate its existence. Previously. .. the Council was under 


the review of both the FHLBB and the Office of Management and Budget. The new Law 
requires only that the Bank Board consult with OMB. 


w 


Foreclosure Moratorium Announced 


Secretary Lynn has announced that HUD will declare an immediate mora- 
torium... until the beginning of March...on the filing of any new foreclosures of 
church-sponsored and other subsidized multifamily housing projects on which HUD owns the 
mortgage. Exceptions will be made only where because of abandonment... or similar 
conditions. .. foreclosure should be initiated. HUD will reassess the situation around the 
beginning of March. 


* 


Veterans Housing Act Become Law 


President Ford has signed the legislation raising the limits on Veterans Administration 
guarantees of regular and mobile home loans. 


Under provisions of the Veterans Housing Act of 1974... the home loan guarantee 
ceiling is raised from $12,500 to $17,500. The maximum permissible loan amount for a 
single-wide mobile home, without lot, is increased from $10,000 to $12,500 and that for a 
double-wide mobile home is raised from $15,000 to $20,000, while the maximum maturity is 
extended from 15 to 20 years. 


In addition... the new Law makes the loan guarantee program permanent. Prior to 
the Law’s passage. .. the program was scheduled to expire July 1, 1975. 





New Publications 


Urban Political Movements by Susan S. Fainstein, Associate Professor, Department of 
Urban Planning, Rutgers University, and Norman I. Fainstein, Associate Professor of 
Sociology, Columbia University, published by Prentice-Hall... it is subtitled The Search for 
Power of Minority Groups in American Cities. The authors focus on the efforts of minority 
groups... blacks and Puerto Ricans. .. and their white allies, to change the behavior of urban 
bureaucracies and to create programs that might improve their lives. They describe the living 
conditions of minority groups, institutional structures, ideologies, and strategies for change. 
Price $5.95. 


Free reprints of an article Municipal Housing Code Enforcement and Low-Income 
Tenants by Chester W. Hartman, Robert P. Kessler, and Richard T. LeGates which appeared 
in the AJP Journal for March 1974 are available from the Earl Warren Legal Institute 2313 


Warring Street, Berkeley, Calif. 94704. 


more than bricks and mortar... a report on a self-help housing project on the edge of 
Fort Myers, Florida. Built by people who work in the fields by day. ..and who build their 
own houses by the self-help method nights and weekends. ..a cluster of 236 houses have 
been finished in seven years. This summary of how it was done is available from the Rural 
Housing Alliance, 1346 Connecticut Avenue, N.W., Washington, D.C. 20036. Prices: 1-10 
copies, 50 cents each; 25-100, 35 cents each; over 100, 30 cents each. . . postpaid if payment 
accompanies order. 


Industrial Real Estate. ..Second Edition... by William N. Kinnard, Jr. and Stephen 
D. Messner. This book delves into each industrial real estate field. .. development, marketing, 
leases and leasing, finance, appraisal, industrial parks, rehabilitation, and investment, manage- 
ment. It contains 642 pages, 17 chapters, and over 100 illustrations, charts, tables, and 
forms. Price: $12.50, from Society of Industrial Realtors of the National Association of 
Realtors, 925 Fifteenth Street, N.W., Washington, D.C. 20005. 


FYI * 


The College of Charleston. .. Conference on Neighborhood Preservation and Rehabili- 
tation... Charleston, February 14-15. Details: Jack R. Censer, Urban Studies Program, The 
College of Charleston, Charleston, South Carolina 29401 (803/722-0181, ext. 2127). 
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